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Chromasco, with plants located at Beauharnois, Quebec, Memphis, Ten- 
nessee and Haley, Ontario, produces a broad line of ferrous and non-ferrous 
metals for use in the steel, aluminum and foundry industries. 


The Corporation has been a leader in the development of exothermic ferro- 
alloys, vacuum metallurgy in ferrous metals, charge grade ferrochrome, 
nitrided ferromanganese, magnesium produced by the silicothermic reduc- 
tion process and high purity calcium and strontium metals. As an outgrowth 
of its metal processing and marketing activities, Chromasco, in recent years, 
has been increasing its activities in the field of international trade. 


EXECUTIVE OFFICES 


3720 Tour de la Bourse 
Place Victoria 
Montreal, Quebec 

H4Z 1B3 


ANNUAL AND GENERAL MEETING OF SHAREHOLDERS 


The Annual and General Meeting of Shareholders will be held in the Con- 
ference Room of the Bank of Montreal, Main Floor, Tour de la Bourse, Place 
Victoria, Montreal, Quebec, Canada, at 12:00 o’clock noon, on Thursday, the 
ist day of May, 1975. 
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Net earnings 


FINANCIAL STATUS 
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Earnings before extraordinary item and minority interest 
Net earnings 
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Number of shareholders 


CHROMASCO 


} Ch co had an outstanding year 
DIRECTORS in ou eee earnings Improved 


REPORT iG) THE in each successive quarter, culmina- 


ting in record net sales and net 


SHAREHOLDERS earnings for the fourth quarter and 
for the year as a whole. 

OF CHROMASCO 
The year was marked by a world- 

LIMITED wide demand for ferroalloys and 
magnesium that exceeded capacity. 
This resulted in our two ferroalloy 
plants operating at maximum capacity 
throughout the year. The same would 
have been true for our magnesium 


facility had it not been for a shortage 
of basic raw materials. 


The consolidated financial statements 
give effect, as of January 1, 1974, to 
the statutory amalgamation of 
Chromasco Corporation Limited and 
its subsidiaries, Chromium Mining & 
Smelting Corporation, Limited and 
Light Alloys Corporation Limited, into 
the new corporation, Chromasco 
Limited, pursuant to an amalgamation 
agreement dated April 18, 1974, and 
the granting of a Certificate of Amal- 
gamation on June 1, 1974. The com- 
parative figures on the consolidated 
balance sheet and for the net 
earnings per common share for 1973 
have been restated to give effect to 
the amalgamation. 


Effective January 1, 1974, the Corpo- 
ration and its subsidiaries changed 
their method of accounting for ore 
inventories to the “‘last-in, first-out’ 
method. This was done because the 
rapid increases in prices of ores 
during the year would have resulted 
in an over-statement of earnings if 
the Corporation had continued to use 
the ‘‘average cost’ method, since 
such inventories were replaced at 
substantially higher prices. The effect 
of this change was to reduce 1974 
net earnings by $656,000 or $0.16 per 
common share. 


Financial review 

Net earnings for the year ended De- 
cember 31, 1974, after an income tax 
reduction of $1,179,000 due to prior 
years’ losses, amounted to $7,598,000 
or $1.90 per common share com- 
pared to net earnings of $1,304,000 
or $0.33 per common share for the 
year ended December 31, 1973. Net 
sales amounted to $61,677,000 
compared with $38,634,000 for the 
previous year. Because of the high 
rate of inflation and the erosion of 
the purchasing value of the dollar, 
that were prevalent throughout 1974, 
net earnings must be discounted to 
some extent. 


Working capital improved during the 
year by $7,310,000 and amounted to 
$8,950,000 at December 31, 1974. 
Such improvement was after an 
investment in plant and equipment of 
$5,385,000, the major portion of 
which was expended in the construc- 
tion of a new furnace at the Beau- 
harnols facility. 


Financing for a substantial part of the 
capital requirements for the new 
furnace at the Beauharnois facility 
has been arranged, in the form of a 
term loan, with one of your Corpo- 
ration’s banks. At December 31, 
1974, no draw-downs had been made 
by the Corporation in respect of such 
term loan. 


Bank indebtedness, which amounted 
to $6,617,000 at January 1, 1974, was 
reduced during the year to $1,930,000 
at the year-end. 


Marketing 

Record tonnages of ferroalloys were 
produced and shipped during 1974. 
The substantial increase in net dollar 
sales over 1973 reflects these 
increased tonnages together with 
changes in product mix, particularly 
the commitment of additional furnace 
Capacity to the production of ferro- 
chrome at our Memphis facility. The 
production at the Haley magnesium 
facility, although increased over the 
previous year, was limited due to the 
reduced availability and, in some 
cases, the lower quality of the basic 
raw materials. The net dollar sales 
also reflect generally improved selling 
prices for all of the products of your 
Corporation. 


Operations 

The Memphis facility achieved im- 
proved operating efficiency during 
1974. This has been the result of a 
sustained effort by all personnel and 
the total commitment of this facility 
to the production of ferrochrome with 
the resultant avoidance of the com- 
plications and costs of product 
changes. It was also the first time In 
several years that there were no dis- 
ruptive major construction projects 
at this location. 


The Beauharnois facility operated at 
a satisfactory level despite a major 
construction project that commenced 
in mid-1974 to erect a new large, 


self-baking electrode furnace which, 
when completed, will add approxi- 
mately 70% to the present installed 
arc furnace capacity. 


Shortage and quality problems of raw 
materials for production at the Haley 
plant hampered operations through- 
out the year. Despite frequent 
changes in production schedules 
resulting therefrom, a creditable per- 
formance was achieved by all per- 
sonnel and the facility operated ona 
protitable basis for the first time in 
recent years. 


Outlook 

The demand for the products of your 
Corporation was showing signs, by 
year-end, of not maintaining the 
strength that was experienced earlier 
in the year. 


The rapidly changing economic con- 
ditions make it difficult to forecast, 
but it is now apparent that 1975 will 
see a decrease in the demand for 
ferrous and non-ferrous products of 
your Corporation. In spite of the un- 
settled and declining economic con- 
ditions currently prevailing in North 
America and throughout the world, 
we believe that Chromasco is well- 
positioned to adjust to the changing 
market conditions in our industry and 
we feel that a satisfactory perfor- 
mance can be obtained in 1975. 


General 

The Directors wish to thank all of our 
employees whose efforts, during the 
year under review and the many 
years prior thereto, made possible 
the excellent results for 1974. 


On behalf of everyone at Chromasco, 
the Directors wish to acknowledge 
the co-operation given to us by our 
many suppliers who, over many years 
and particularly this past year, have 
performed admirably. 


We would also like to express the 
appreciation of all of us at Chromasco 
for the long-time support received 
from our customers. We hope that 
they will see our current expansion 
as another clear indication of our 
intention to meet their growing needs 
and to remain a reliable supplier. 


———— —_—_——— ae eo. 
President 


Montreal, Quebec 
March 28, 1975. 
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and subsidiary companies (Note 2) 


CONSOLIDATED 
BALANCE SHEET 


ASSETS 


CURRENT ASSETS 


Accounts receivable ..... wii 6th 4305 Gigs Rt Olen CT re re 
Inventories (Note 1 (c)) 
Raw materials and supplies ............... i ee Dae Rtn sence pet nc SH 
Work-in-process and finished products =ejsseerne ee 
Prepaid expenses and other current assets (Note 6) ................. ae oe 


9% NOTE RECEIVABLE from affiliated company ........................... 


PROPERTY, PLANT AND EQUIPMENT (Notes 1 (d) and 3) 
Land, buildings,;and equipment at.CoSt tym 
Accumulated depreciation: #20. 5.29 ete ce ee 


SIGNED ON BEHALF OF THE BOARD: 
J. Thomas Timmins, Director 
John A. Timmins, Director 


CHROMASCO 


LIABILITIES 


CURRENT LIABILITIES 
3 Bank Pico COMeSSHINOIOP4) fen ee be ei 
Accounts Pavabierandsaccrued {liabilities .92.< 54. Ske. Sac ad wwe ngs 
Meter chariliatecicompanies§s-. eo 22 ee eicoees 
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CAPITAL STOCK (Note 2) 


_ Preference Shares 


Authorized and issued 
32,500 7% non-cumulative preference shares of a par value of 


BrOUrcacrercceceinapic at $10G.000.. 5.5 .c mse inate eee Sens Fee 


Common Shares 


Authorized 
8,000,000 common shares of no par value 


‘Issued 
MmoCeTcOLcommon, shares of no par ValUC@ 15... ca. epee eu 
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and subsidiary companies 


CONSOLIDATED STATEMENT 
OF EARNINGS 
AND RETAINED EARNINGS 


EARNINGS FROM OPERATIONS before the undernoted .................... 


Interest on long-term indebtedness (Note 5) ..... ud Rc Dae ok eT ee 
Interest on-short=tenmbinGebteG ie SS mee sete ear ares eee 
Interest income from affillated:company eames ness eee 


EARNINGS FROM OPERATIONS before income taxes...................... 
Income: taxes (Notesstit(q) and .6) ee ee ey ee 


EARNINGS before the following extraordinary item ......................... 
Income tax reduction resulting from prior years’ losses ..................... 


EARNINGS before minority.interest! a) as ee eee 
Minority interest sick pe Or tS eu cee eater fee mele eo Pe 


NET: EARNINGS for theyeat) 25 eco pe ee 
Retained earnings — beginning of year ..........................-.6.-.--= 


RETAINED EARNINGS —— end of year=. 25. ee 


NET EARNINGS PER COMMON SHARE 
Before extraordinary item and minority interest ....-..............::... 
After extraordinary item and minority interest.......................... 


CONSOLIDATED STATEMENT 


CHROMASCO 
OF CHANGES IN 


FINANCIAL POSITION 
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Current assets — increase (decrease) 


WORKING CAPITAL PROVIDED 


Operations 
WORKING CAPITAL INCREASE 


WORKING CAPITAL USED 
Investment in shares of subs 
Work 


Investment 
Long-term debt to aff 
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CHROMASCO LIMITED 


and subsidiary companies 


NOTES O;CONSOE DATE» 
FINANCIAL STATEMENTS 


1. ACCOUNTING POLICIES 


(a) Basis of Consolidation 
The consolidated financial statements include the accounts of the Corporation and all 
of its subsidiaries expressed in Canadian currency. 


(b) Currency Translation 
The accounts of the U.S. subsidiary have been translated into Canadian dollars as 
follows: 
Current assets and current liabilities on the basis of one United States dollar equals 
one Canadian dollar; 
Property, plant and equipment and long-term debt at the rates of exchange prevail- 
ing at the dates of the acquisition or transaction; 
Income and expense on the basis of one United States dollar equals one Canadian 
dollar except for depreciation provisions which are on the same basis as the 
related fixed assets. 


(c) Inventories 

Raw materials and supplies, other than ores, are valued at average cost which approxi- 
mates replacement value. Work-in-process and finished products, other than the cost of 
ores contained therein, are valued at the lower of average cost and net realizable value. 
In 1974, the Corporation and its subsidiaries changed their accounting method of valuing 
ores from average cost to the last-in, first-out method in order to reflect more accurately 
current costs in earnings. The effect of the change was to reduce inventories as at 
December 31, 1974, by $1,278,000 and net earnings for the year then ended by $656,000 
($0.16 per common share). There is no cumulative effect of the change on prior periods 
since the December 31, 1973 inventory as previously reported is the opening inventory 
under the last-in, first-out method. 


(d) Property, Plant and Equipment 

Plant and equipment are being depreciated primarily on the straight-line basis over their 
estimated useful lives: buildings and property improvements 25 - 45 years; machinery 
and equipment 10 - 18 years. Maintenance and repairs are charged to expense; renewals 
and betterments are capitalized. When property is sold or otherwise disposed of, the. 
asset and accumulated depreciation accounts are reduced and the profit or loss on the 
difference between net carrying value and net proceeds is included in earnings for 
the year. 


(e) Pension Funds 

Pension costs charged against earnings during the year include amounts paid or 
payable to trust funds in respect of current and past services. Past service costs for 
pension plans of the Corporation are being funded over periods of up to twenty-five 
years ending in 1990 and past service costs for the pension plans of a U.S. subsidiary 
company are being funded over periods of up to forty years ending in 2007. The total 
unfunded past service liability of the Corporation and its subsidiaries at December 31, 
1973, as determined by independent actuaries, was estimated at approximately 
$2,181,000. The unfunded past service liability is subject to continuance of the pension 
plans and the terms and conditions of the pension plan agreements. 


(f) Research and Development 
Research and development costs are charged against earnings as incurred. 


(g) Income Taxes 

The Corporation follows the tax allocation method of providing for income taxes. Under 
this method, timing differences between reported and taxable income (which occur 
when revenues and expenses recognized in the accounts in one year are taxed or 
claimed for tax purposes in another year) result in prepaid or deferred taxes. Investment 
tax credits of the U.S. subsidiary are accounted for as a reduction of income tax expense 
in the year in which such credits are allowable for income tax. 


2. AMALGAMATION 


The consolidated financial statements give effect, as of January 1, 1974, to the statutory 
amalgamation (under The Business Corporations Act of Ontario) of Chromasco Cor- 
poration Limited (Chromasco Corporation) and its subsidiaries Chromium Mining & 
Smelting Corporation, Limited (Chromium) and Light Alloys Corporation Limited (Light 
Alloys) into the new Corporation, Chromasco Limited, pursuant to an Amalgamation 
Agreement dated April 18, 1974, and the granting of a Certificate of Amalgamation on 
June 1, 1974. The comparative figures on the consolidated balance sheet and earnings 
per share for 1973 have been restated to give effect to this amalgamation which resulted 
in the following: 


(a) Capital Stock 


(i) The conversion of the issued 32,500 7% cumulative redeemable preference 
shares of the par value of $100 each of Chromium into 32,500 7% non-cumulative 


CHROMASCO 


redeemable preference shares of the par value of $100 each of the amalgamated 
company, Chromasco Limited. 

(ii) The conversion of the issued 476,270 common shares without nominal or par 
value of Chromasco Corporation and of the issued 192,610 common shares 
without nominal or par value of Chromium (being all of the issued common 
shares of Chromium not held by Chromasco Corporation) into common shares 
without nominal or par value of the amalgamated company, Chromasco Limited. 

(iii) The 3,227,390 issued and outstanding common shares of Chromium held by 
Chromasco Corporation and the 1,000 issued and outstanding shares of Light 
Alloys held by Chromasco Corporation were cancelled without any repayment of 
capital and no shares of the amalgamated company were issued in respect 


thereof. 
The common shares of the amalgamated company are outstanding as follows: 
Common Common 
Shares of Shares of 
Amaiga- Amalga- 
mating mated Paid-Up 
Companies Company _Capital 
Chromasco Corporation 
— common shares converted on an 
SOV) IONS 4.455500 476,270 3,810,160 $3,203,000 
Chromium 
— common shares converted ona 
1-for-1 basis et ee ae 192,610 192,610 166,000 
Total issued common shares of the 
amalgamated company . 4,002,770 $3,369,000 


In accordance with the requirements of The Business Corporations Act of Ontario, the 

issued capital of the amalgamated company (after adjustment for the shareholdings of 

Chromasco Corporation in Chromium (94.4%) and in Light Alloys (100%)), is equal to 

the aggregate of the issued capital of each of the amalgamating companies immediately 

before the amalgamation. 

(b) Equity of Minority Shareholders 

The equity of the minority shareholders in Chromium originally shown as amounting to 

$240,000 as at December 31, 1973 has been allocated in the balance sheet as follows: 
The paid-up capital of Chromium attributable to the minority shareholders 


credited to the paid-up capital of the amalgamated company .......... $166,000 

The retained earnings of Chromium attributable to the minority 

shareholders credited to contributed surplus of the amalgamated 

COMPA y Peer il ee 9 oh ole crore concen eee Seti ee eee ear 74,000 
$240,000 


(c) Contributed Surplus 

Chromasco Corporation carried on its books a segregated surplus account entitled 
“Excess of Net Assets of Business Acquired over Purchase Price at Dates of Acquisi- 
tion” in the amount of $671,000. The contributed surplus as shown in the balance sheet 
of Chromasco Limited in the amount of $745,000 is composed of the aforementioned 
amounts of $74,000 and $671,000. 


3. PROPERTY, PLANT AND EQUIPMENT 
DECEMBER 31 


1974 1973 
Accu- Accu- 
mulated mulated 
Depre- Depre- 
Cost ciation Cost ciation 
Eanciieeeesrct soap aanece SS TESOL) $ = $ 188,000 $ = 
Buildings and property 
improvements 5,405,000 2,376,000 5,353,000 2,003,000 
Machinery and 
equipment 15,563,000 8,152,000 12,719,000 7,358,000 
Mining — buildings, 
machinery and 
equipment 6,082,000 5,314,000 6,055,000 5,214,000 
Construction in 
progress .. 4,634,000 = 3,222,000 — 
$31,872,000 $15,842,000 $27,537,000 $14,575,000 


4. BANK INDEBTEDNESS 
Bank indebtedness is secured by a pledge of accounts receivable and inventories. 
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and subsidiary companies 


5. LONG-TERM DEBT 


During the year a 9% note receivable by the Corporation from its U.S. subsidiary in the 
amount of $6,047,000 ($6,000,000 U.S.) was sold for and in consideration of the cancel- 
lation of a 6% loan payable in the amount of $4,000,000 and cash in the amount of 
$2,047,000. This 9% note, due December 31, 1976, now payable by the U.S. subsidiary 
to an affiliated company, is secured by a Deed of Trust constituting a charge on sub- 
stantially all of the subsidiary’s plant and equipment. 

Prior to cancellation of the 6% loan payable, the affiliated company waived interest on 
such loan in the amount of $50,000 for the year ended December 31, 1974 compared to 
$120,000 waived in 1973. 


6. INCOME TAXES 


The Corporation’s accounting policies with respect to income taxes are set out in Note 

1 (g). Prepaid and deferred income taxes are carried on the balance sheet as follows: 
Prepaid income taxes ($619,000 in 1974 and nil in 1973) relating to various provi- 
sions made for accounting purposes which have not yet become deductible for tax 
purposes are grouped with prepaid expenses and other current assets. 
Deferred income taxes ($1,092,000 in 1974 and $359,000 in 1973) resulting from 
depreciation claimed for tax purposes in excess of amounts recorded in the 
accounts are shown separately. 


7. REMUNERATION — DIRECTORS AND SENIOR OFFICERS 


Aggregate direct remuneration paid or payable by the Corporation and its subsidiaries 
to Directors and Senior Officers (as defined by The Business Corporations Act (Ontario)) 


is as follows: 
YEAR ENDED DECEMBER 31 


1974 See 1975 
Directors ... BN Freres eae ne ee eer tafe UM cede Ele $ 17,000 $ 16,000 
SEnior Officers sarees & ee ea ee ee ee 487,000 272,000 
Aggregaterdirectere mUme fat! Om merase ect n arts ere eee $504,000 $288,000 
Number of Senior Officers who are also Directors ............ 2 2 


8. COMMITMENTS 


Arrangements have been made with one of the Corporation’s banks for a term loan in 
the principal amount of $4,000,000, bearing interest of up to 2% over such bank’s prime 
rate for lending Canadian dollars, repayable as to principal in 40 equal instalments 
commencing July 31, 1975 and to be secured by the pledge to such bank of a demand 
debenture issued by the Corporation. Such debenture is secured by a fixed charge on 
the immoveable property of the Corporation situate in the Province of Quebec and a 
floating charge on other property and assets of the Corporation. No draw-downs had 
been made by the Corporation in respect of such loan as at December 31, 1974. 


As at December 31, 1974, the Corporation had outstanding commitments for capital 
expenditures amounting to approximately $2,000,000. 


AUDITORS’ REPORT 


To the Shareholders 
Chromasco Limited 


We have examined the consolidated balance sheet of Chromasco Limited and its sub- 
sidiary companies as at December 31, 1974 and the consolidated statements of earnings 
and retained earnings and changes in financial position for the year then ended. Our 
examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in 
the circumstances. 


In our opinion these financial statements present fairly the financial position of the 
companies as at December 31, 1974 and the results of their operations and changes 
in their financial position for the year then ended, in accordance with generally accepted 
accounting principles which, except for the change, with which we concur, in the valua- 
tion of inventories as described in Note 1 (c), were applied on a basis consistent with 
that of the preceding year. 


Montreal, Quebec Riddell, Stead & Co. 
February 10, 1975 Chartered Accountants 
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Plants 


Principal Products 
Silicon Alloys 


Manganese Alloys 
Chromium Alloys 


Metals and Special Alloys 


Customer Service 
Sales Offices 


Research and 
Quality Control 


Laboratories 


Haley, Ontario 
Reduction plant 


Beauharnois, Quebec 
Smelter plant 


50% Ferrosilicon 
75% Ferrosilicon 


Standard Ferromanganese 
Silicomanganese 


Charge Grade Ferrochrome 
Blocking Grade Ferrochrome 


Magnesium Metal and Alloys 
Sacrificial Anodes 

Master Alloys 

Other Special Alloys 
Desulphurizing Products 


Montreal, Quebec 

3720 Place Victoria, 

P.O. Box 72, 

Tour de la Bourse, 

Montreal Quebec H4Z 1B3. 
Telephone (514) 866-5344 
TWX (610) 421-3643 


Chicago, Illinois 

18161 South Morris Avenue, 
Suite 208, 

Homewood, Illinois 60430. 
Telephone (312) 799-2700 


Haley, Ontario 
Research and quality control 


Beauharnois, Quebec 
Quality control 


Memphis, Tennessee 
Smelter and finishing plant 


85% Ferrosilicon 
Sil-X 


Nitrided Ferromanganese 
Man-X-6 


Chrom-xX-4 


Calcium Metal and Alloys 
Strontium Metal 

Thorium Metal 

Barium Metal 

Dolomite 


Pittsburgh, Pennsylvania 
Parkway Center, Building #3, 
875 Greentree Road, 
Pittsburgh, Pennsylvania 15220. 
Telephone (412) 921-2703 


Memphis, Tennessee 
Research and quality control 
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